                 Goldman, Sachs & Co. Investment Research

  FOR IMPORTANT INFORMATION ABOUT GOLDMAN SACHS' RATING SYSTEM AND OTHER

           DISCLOSURES, REFER TO THE END OF THIS MATERIAL,

 CRNT(MO): 3Q results in-line; Telco cap-ex & liquidity continue to hinder

                                   stock

***************************************************************************

* CRNT reported 3Q rev/EPS of $5.0mn/$-0.12 inline with our ests. Cash    *

* burn was $2.5mn. We are slightly lowering our 4Q est to $5.9mn/-$0.11   *

* and we are initiating '03 est of $28mn/-$0.36 (revenue up 15% from the  *

* 4QE run rate of $5.9m). We expect GMs to rise seq. and operating        *

* expenses to stay basically flat. In view of the progress made during the*

* last few quarters in the cellular backhaul mkt, growing backlog, and    *

* better visibility, we believe investors should be getting more          *

* comfortable that revenue growth will resume in a meaningful way in the  *

* medium-to-long term though in the near term the continuing telco slow-  *

* down may hinder this. However, we see no near-term catalysts, and expect*

* the low mkt cap, limited liquidity and the weak telco cap-ex spending to*

* continue to limit significant upside near-term.                         *

***************************************************************************
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====================  NOTE  1:40 PM  October 24, 2002  ====================

                             Stk  Latest  52 Week  Mkt Cap   YTD Pr    Cur

                             Rtg  Close    Range    (mm)     Change   Yield

                             ---  ------  -------  -------   ------   -----

Ceragon Network               MO    1.05     5-1     22.9      -77%    0.0%

CRNT                  --------------Earnings Per Share---------------

EPS         (US$)      Mar     Jun     Sep     Dec     FY      CY

            2003 FY    -0.10   -0.10   -0.09   -0.08   -0.36   NA

            2002 FY    -0.15A  -0.14A  -0.12A  -0.11   -0.52   NA

            2001 FY(A) -0.09   -0.23   -0.19   -0.17   -0.67   NA

                   -Abs P/E on-   -Rel P/E on--   EV/NxtFY  LT EPS

                    Cur    Nxt     Cur    Nxt     EBITDA    Growth

                   -----  -----   -----  -----   --------   ------

EPS         FY        NM     NM      NM     NM         NA       25%

            CY        NA     NA      NA     NA         NA        NA

===========================================================================

*  During 3Q, roughly 40% of revs were derived from cellular backhaul (vs.

   50% in 2Q). CRNT now has 8 backhaul deployments and we believe it is

   currently involved in 15 tenders for new deployments. There was 1 new

   contract win in 3Q; however, since the start of '02 CRNT has announced 3

   potentially significant cellular backhaul wins (in addition to at least

   5 unannounced wins). We expect that cellular backhaul will grow in both

   percentage and dollar terms over the next few qtrs, driving near-term

   growth.

*  At the end of 3Q, CRNT had $45.5mn (or roughly $2/shr) in net cash. We

   est. a cash burn of around $2.0-$2.5 mn in 4Q, entering 03 with roughly

   $1.90/shr in cash. Overall, we view CRNT as one of the best positioned

   companies in the high capacity BFW mkt. Potential catalysts for CRNT

   could be the announcement of further backhaul contracts, new

   OEM/strategic partners, and deployments with incumbent carriers, all of

   which could give investors further comfort that CRNT will show revenue

   growth and reach profitability. Nonetheless, given the current weak

   telco spending environment we have limited visibility into the

   likelihood or timing of these events.

===========================================================================

OUTLOOK: MANAGEMENT UPBEAT ABOUT PROSPECTS. Though the tough telecom-

spending environment continues to plague telecom equipment companies,

management's tone on the earnings call continues to be positive. The

company has continued to gain traction in the cellular backhaul market with

8 cellular backhaul deployments vs. 7 at the end of 2Q and none at the

start of 2001. We also believe that CRNT is currently tendering for several

contracts and we expect to see further sizable agreements signed in the

next several quarters. Repeat sales were over 50% of revenue and sales to

ILECs were roughly 25% (vs 20% in 2Q).  There were three 10%+ customers

including 2 cellular customers and 1 ILEC and the company added 13 new

customers representing over 30% of revenue.

SLIGHTLY ADJUSTING 4Q ESTS; INITIATING '03 ESTIMATES. On the earnings call,

management indicated that it expects 4Q revenues to grow at roughly 10-20%,

and that CRNT had a significant portion of this guidance in backlog - which

continued to increase. In line with guidance we have adjusted out 4Q

estimate slightly downwards to $5.9mn/-$0.11 from $6.3mn/-$0.10.  Though

the company gave no guidance for FY2003, we have initiated FY2003E

revenue/EPS estimate of $28.0mn/-$0.36 this is based on modest sequential

growth and basically flat expenses through 2003. Our revenue estimate of

$28 mn assumes 15% y/y growth off of our 4Q02E revenue estimate annualized.

We note that these estimates could prove to be conservative if the company

closes further cellular backhaul contacts during in 2003.

BACKHAUL TRACTION: So far this year Ceragon has announced three cellular

backhaul framework agreements. One of these was with Svenska (a 3G

infrastructure JV between Swedish mobile operators Telia Mobile and Tele2)

to supply high capacity wireless equipment for its cellular backhaul

infrastructure. We believe that the framework agreement is worth roughly

$20-30 mn over three years and shipments have begun. The second was with

SONOFON, (the second largest telecommunications service provider in Denmark

with over one million cellular subscribers). We believe that Ceragon was

selected as sole supplier and that the value of the multi- year agreement

was over $15 mn. The third is with Cellcom (Israel's largest cellular

operator) valued at roughly $15-$20 mn over several years.

Though these framework agreements do not guarantee shipments, they should

enable the company and investors to gain more confidence in the quality of

the numbers going forward though we note some of the equipment assumes the

build out of 2.5G/3G networks which in some regions continues to be pushed

out.  Furthermore, we expect further contract announcements over the next

several quarters.

3Q REVIEW: Revenues and LPS of $5.0 mn/-$0.12 basically in-line with our

estimates. Expenses for the quarter were basically flat sequentially and we

expect them to remain basically flat for the rest of 2002 and into 2003.

Management has said that with the current expense structure the company may

reach breakeven on quarterly revenues of roughly $9-$10 mn (though we do

not currently estimate this level of revenue until 1H 2004).

Gross margins during the quarter improved to 30.5% vs. 29.0% in 2Q.  Though

this is still below previous GMs of roughly 40%, it is a further step in

the right direction and third sequential quarter of improved GMs. The lower

gross margins are due to fixed overhead absorption on a lower revenue base

rather than from pricing pressure. However, as the company continues to

show sequential growth, gross margins should improve steadily over the next

several quarters and we have modeled modest GM expansion throughout 2003.

EMEA contributed roughly 66% to revenues (vs. 57% in 2Q), the US

contributed 24% (vs. 23% in 2Q) and Asia Pacific and Latin America

contributed 10% (vs. 20% in 1Q).

BALANCE SHEET. At the end of the 2Q, Ceragon had roughly $45.5 mn

($2/share) in net cash. Ceragon burned roughly $2.5m in 3Q and we estimate

that the company will likely burn $2.0 mn to $2.5mn in 4Q leaving the

company with roughly $43 mn or ($1.90/share) at the start of 2003. DSOs

were 59 days, flat with 2Q. Inventories were $7.0 mn vs. $6.6mn in 2Q.
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